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RICK F. SHUMATE, Attorney,
Defendant

Plaintitf, complaining of Defendant, alleges and says:

I. Plaintiff, the North Carolina State Bar (“State Bar™), is a body duly
organized under the laws of North Carolina and is the proper party to bring this
proceeding under the authority granted it in Chapter 84 of the General Statutes of North
Carolina, and the Rules and Regulations of the North Carolina State Bar (Chapter 1 of
Title 27 of the North Carolina Administrative Code).

2. Defendant, Rick F. Shumate (“Shumate™), was admitted to the North
Carolina State Bar in 1974, and is, and was at all times referred to herein, an attorney at
law licensed to practice in North Carolina, subject to the laws of the State of North
Carolina, the Rules and Regulations of the North Carolina State Bar and the Revised
Rules of Professional Conduct.

Upon information and belief the State Bar alleges:

3. During all or part of the relevant periods referred to herein, Shumate was
engaged 1n the practice of law in the State of North Carolina and maintained a law office
in Greensboro, Guilford County, North Carolina.

FIRST CLAIM FOR RELIEF

4. The allegations of paragraphs 1 through 3 are re-alleged and incorporated
herein.

5. On October 13, 2005, Shumate pled guilty to the felony offense of making
a false statement to a federal agent in violation of 18 U.S.C. § 1001(a)(2), count 19 of an
indictment in the United States District Court for the Middle District of North Carolina,
file number 1:05-CR-230-3.



6. The count of the indictment to which Shumate pled guiity, count 19, stated
that Shumate knowingly and willfully made a materially false, fictitious, and fraudulent
statement and representation during an interview with the Department of Justice, Federal
Bureau of Investigation by stating that, in connection with real estate closings he
conducted involving Charles Richardson, Jr. and Phillip Wayne Middlebrooks, he did not
realize that individuals purchased multiple properties as primary residences when in truth
and in fact he did realize that individuals purchased multiple properties as primary
residences.

7. Shumate was convicted of making a false statement to a federal official in
violation of 18 U.S.C. § 1001(a)(2) on June 1, 2006,

8. The offense to which Shumate pled guilty and was convicted is a serious
crime showing professional unfitness as defined by Rule .0103(17) of the State Bar
Discipline & Disbarment Rules.

THEREFORE, Plantiff alleges that Defendant's foregoing actions constitute
grounds for discipline as follows:

(a) Pursuant to N.C. Gen. Stat. § 84-28(b)(1), for his conviction of one count
of making a false statement to a federal agent in violation of 18 U.S.C.
§ 1001(a)(2), a criminal offense showing professional unfiiness; and

(b) Pursuant to N.C. Gen, Stat. § 84-28(b)(2), for engaging in conduct in
violation of the Revised Rules of Professional Conduct in effect at the
time of his actions as follows: By engaging in the criminal offense for
which he was convicted, Shumate committed a criminal act that reflect
adversely upon his honesty, trustworthiness or fitness as a lawyer in
violation of Revised Rule 8.4(b) and engaged in conduct involving

dishonesty, fraud, deceit or misrepresentation in violation of Revised Rule
8.4(c).

SECOND CLAIM FOR RELIEF
9. Paragraphs 1 — 8 are re-alleged and incorporated as if fully set out herein.

10. On or about May 18, 2000 Bridgett M. Rhodes and her husband Darrell
Douglas Rhodes (hereinafter “the Rhodes™) sold property located at 4801 Governor
Moore Street, Efland, NC (hereinafter “the Governor Moore property’™”) to Charles
Richardson, Jr., d/b/a C. Richardson and Associates (hereinafter “C.Richardson™).

11.  The Rhodes sold the Govemor Moore property to C.Richardson for
approximately $127,221.07.

12. On that same date of May 18, 2000, C.Richardson sold the Governor
Moore property to Zara L. Herbin (hereinafter “Herbin™) for approximately $159,500.00.

3. Shumate was the closing attorney for and conducted the closing of the



transaction in which the Governor Moore property was transferred from the Rhodes to
C.Richardson (hereinafter “the Rhodes-C.Richardson closing™).

14. Shumate was also the closing attorney for and conducted the closing of the
transaction in which the Governor Moore property was transferred from C.Richardson to
Herbin (hereinafter “the C.Richardson-Herbin closing™).

15.  Concorde Acceptance Corporation (hereinafter “Concorde”) made a loan
of $159,500.00 to Herbin for Herbin’s purchase of the Governor Moore property from
C.Richardson.

16.  Concorde required a commitment from a title insurance company to issue
a title insurance policy to it on the title to the Governor Moore property as a condition
precedent to loaning Herbin the funds for the C.Richardson-Herbin closing.

17. Shumate prepared a Preliminary Opinion of Title regarding the title to the
Governor Moore property and submitted it to Parker Title Insurance Agency, Inc.
(hereinafter “Parker Title™).

18. Shumate prepared the Preliminary Opinion of Title regarding the title to
the Governor Moore property and submitted it to Parker Title in order to obtain the
commitment from a title insurance company Concorde required as a condition of making
its foan to Herbin.

19. In his Preliminary Opinion of Title regarding the title to the Governor
Moare property, Shumate certified that on May 9, 2000 the owner of the Governor Moore
property was “C. Richardson and Associates.”

20. Neither C.Richardson nor C. Richardson and Associates owned the
Governor Moore property on May 9, 2000.

21. On May 9, 2000, the Governor Moore property was owned by the Rhodes.

22, Shumate prepared the deed transferring ownership from the Rhodes to
C.Richardson.

23, The deed transferring ownership from the Rhodes to C.Richardson reflects
it was signed by the Rhodes on May 18, 2000 and notarized by Ann Shumate.

24, Shumate’s office provided the deed transferring ownership of the
Governor Moore property from the Rhodes to C.Richardson to the Orange County, North
Carolina Register of Deeds office for filing on or about May 19, 2000.

25.  'The deed transferring ownership of the Governor Moore property from the
Rhodes to C.Richardson was filed with the Orange County, North Carolina Register of
Deeds office on May 19, 2000.

206. Shumate knew when he certified that the property was owned by



C. Richardson and Associates in his Preliminary Opinion of Title for the Governor Moore

property that the property was not owned by C.Richardson or C. Richardson and
Associates at that time.

27. Based on Shumate’s Preliminary Opinion of Title for the Governor Moore
property, Parker Title, acting as agent for First American Title Insurance Company
(hereinafter “First American”), issued a title commitment to Concorde.

28.  The title commitment inaccurately stated C.Richardson was the owner of
the property at the commitment date of May 9, 2000.

29, Based upon this title commitment, Concorde considered its condition for a
commitment for a title insurance policy satisfied.

30.  Shumate prepared a HUD-1 Settlement Statement and disbursed the funds
for the C.Richardson-Herbin closing.

31. The HUD-! Settlement Statement for the C.Richardson-Herbin closing
lists various disbursements purportedly made from the funds loaned by Concorde,
including a disbursement of $22,873.12 to C.Richardson.

32 The HUD-1 Settlement Statement for the C.Richardson-Herbin closing
reflects that $126,437.15 was disbursed to GE Capital/0022196299 to pay off a first
mortgage.

33. This $126,437.15 disbursement to GE Capital for account number
0022196299 from the funds loaned by Concorde to Herbin was to pay off a debt owed by
the Rhodes, which was secured by a deed of trust on the Governor Moore property.

34, Shumate’s preparation of the Preliminary Opinion of Title as described in
this claim for relief served to hide from Concorde the existence of the first closing.

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b}2) in that Defendant

violated the Revised Rules of Professional Conduct in effect at the time of his conduct as
follows:

(a) By falsely certifying in his Preliminary Opinion of Title for the Governor
Moore property that C. Richardson and Associates owned the Governor
Moore property on May 9, 2000, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(b) By submitting a false Preliminary Opinion of Title to Parker Title
Insurance Company to obtain a title commitment which satisfied a
condition for Concorde to loan funds to Herbin, Shumate engaged in
conduct involving dishonesty, fraud, deceit or misrepresentation in
violation of Rule 8.4(c); and



(c) By preparing the Preliminary Opinion of Title in a manner that served to
hide the Rhodes-C.Richardson closing from Concorde, Shumate engaged
in conduct involving dishonesty, fraud, deceit or misrepresentation in
violation of Rule 8.4(c).

THIRD CLAIM FOR RELIEF
35.  Paragraphs 1 — 34 are re-alleged and incorporated as if fully set out herein.

36. On or about May 22, 2000 Mohammad Sabir and his wife, Musarat
Shaheen (hereinafter “Sabir/Shaheen™) sold property located at 404 Elmhurst Avenue,
High Point, NC (hereinafter “the Elmhurst Avenue property”™) to C.Richardson for
$129,000.00.

37.  On that same date of May 22, 2000, C.Richardson sold the Elmhurst
Avenue property to Herbin for $175,000.00.

38.  Shumate was the closing attorney for and conducted the closing of the
transaction tn which the Elmhurst Avenue property was transferred from Sabir/Shaheen
to C.Richardson (hereinafter “‘the Sabir/Shaheen-C.Richardson closing™).

39.  Shumate was also the closing attorney for and conducted the closing of the
transaction in which the Elmhurst Avenue property was transferred from C.Richardson to
Herbin (hereinafter “the C.Richardson-Herbin 11 closing”).

40. Shumate prepared a HUD-1 Settlement Statement for the Sabir/Shaheen-
C.Richardson closing.

41. The HUD-1 Settlement Statement for the Sabir/Shaheen-C.Richardson
closing states funds were received from C.Richardson for the closing and lists various
disbursements made from such funds.

42, Instead, the funds used to make the disbursements listed on the HUD-1
Settlement Statement for the Sabir/Shaheen-C.Richardson closing were funds loaned to
Herbin in the C.Richardson-Herbin I closing.

43.  US Money Source d/b/a Soluna First (hereinafter “US Money Source”)
made a loan of $175,000.00 to Herbin for Herbin’s purchase of the Elmhurst Avenue
property from C.Richardson.

44.  US Money Source required a long form title policy for the title to the

Elmhurst Avenue property as a condition precedent to loaning Herbin the funds for the
C.Richardson-Herbin 1T closing.

45. Shumate prepared a Preliminary Opinion of Title regarding the title to the
Elmhurst Avenue property and submitted it to Parker Title.



46. Shumate prepared the Preliminary Opinion of Title regarding the title to
the Elmhurst Avenue property and submitted it to Parker Title in order to obtain the title
insurance policy US Money Source required as a condition of making its loan to Herbin.

47.  In his Preliminary Opinion of Title regarding the title to the Elmhurst
Avenue property, Shumate certified that on May 8, 2000 the owner of the Elmhurst
Avenue property was “C. Richardson and Associates.”

48. Neither C.Richardson nor C. Richardson and Associates owned the
Elmhurst Avenue property on May 8, 2000.

49, On May 8, 2000 the Elmhurst Avenue property was owned by
Sabir/Shaheen.

50.  Shumate prepared the deed transferring ownership from Sabir/Shaheen to
C.Richardson.
51, The deed transferring ownership from Sabir/Shaheen to C.Richardson was

signed by Sabir/Shaheen on May 22, 2000 and notarized by Ann Shumate.

52. Shumate’s office provided the deed transferring ownership of the
Elmhurst Avenue property from Mohammed/Shaheen to C.Richardson to the Guilford
County, North Carolina Register of Deeds office for filing on or about May 23, 2000.

53. The deed transferring ownership of the Elmhurst Avenue property from
Sabir/Shaheen to C.Richardson was filed on May 23, 2000.

54 Shumate knew when he certified that the property was owned by
C. Richardson and Associates in his Preliminary Opinion of Title for the Elmhurst

Avenue property that the property was not owned by C.Richardson or C. Richardson and
Associates at that time.

55. Based on Shumate’s Preliminary Opinion of Title for the Elmhurst
Avenue property, Parker Title issued a title commitment to US Money Source.

56.  Based upon this title commitment and in anticipation of a final title

insurance policy, US Money Source considered its condition for a title insurance policy
satisfied.

57. Shumate prepared a HUD-I Settlement Statement and disbursed the funds
for the C.Richardson-Herbin 1I closing.

58. The HUD-1 Settlement Statement for the C.Richardson-Herbin 11 closing
lists various disbursements purportedly made from the funds loaned by US Money
Source, including disbursements for attorney’s fees and expenses totaling $675.00 to
Shumate and a disbursement of $110,336.52 to C.Richardson.

59. Shumate did not disburse $110,336.52 to C.Richardson. Shumate



disbursed $36,515.93 to C.Richardson. Shumate disbursed the remaining $73,820.59 to
his trust account.

60.  This $73,820.59 disbursement to Shumate’s trust account from the funds
loaned by US Money Source to Herbin was used to fund disbursements in the
Sabir/Shaheen-C.Richardson closing, including an additional $725.00 disbursement for
attorney’s fees and expenses to Shumate.

61.  The HUD-1 Settlement Statement for the C.Richardson-Herbin II closing
failed to show that $73,820.59 was disbursed to Shumate’s trust account to fund
disbursements in the Sabir/Shaheen-C.Richardson closing.

62.  The HUD-I Settlement Statement for the C.Richardson-Herbin II closing
reflects $55,247.48 was disbursed to Home Savings SSB/Loan #14 for payoff of a first
mortgage.

63.  This $55,247.48 disbursement to Home Savings SSB/Loan #14 from the
funds loaned by US Money Source to Herbin was to pay off a debt owed by
Sabir/Shaheen, which was secured by a deed of trust on the Elmhurst Avenue property.

04. The Real Estate Settlement Procedures Act (hereinafter “RESPA™), 12
U.5.C. § 2601, et seq., requires that the HUD-1 Settlement Statement itemize the actual
charges that either the borrower or seller will pay at settlement.

635. Shumate never provided US Money Source with any HUD-1 Settlement
statement for the C.Richardson-Herbin 11 closing that showed $73,820.59 was disbursed
from US Money Source’s loan proceeds into Shumate’s trust account.

66. Shumate never provided US Money Source with any HUD-1 Settlement
Statement for the C.Richardson-Herbin II closing that showed that US Money Source’s
funds were being used to fund C.Richardson’s purchase of the Elmhurst Avenue property
and disbursements in that closing.

67.  Shumate’s preparation of the Preliminary Opinion of Title and HUD-1
Settlement Statement as described in this claim for relief served to hide from US Money
Source both the existence of the first closing and that US Money Source’s loan proceeds
were being used to fund disbursements in the first closing.

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant

violated the Revised Rules of Professional Conduct in effect at the time of his conduct as
follows: '

(a) By falsely certifying in his Preliminary Opinion of Title for the Elmhurst
Avenue property that C.Richardson and Associates owned the Elmhurst
Avenue property on May 8, 2000, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);



(b By submitting a false Preliminary Opinion of Title to Parker Title
Insurance Company to obtain a title commitment which satisfied a
condition for US Money Source to loan funds to Herbin, Shumate engaged
in conduct involving dishonesty, fraud, deceit or misrepresentation in
violation of Rule 8.4(c);

(c) By preparing and signing HUD-1 Settlement Statements that falsely
represented receipt of funds and/or falsely represented the disbursement of
funds for those transactions, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(d) By providing an inaccurate HUD-1 Settlement Statement to US Money
Source for the C.Richardson-Herbin 1I closing that failed to show that
funds loaned to Herbin were being used to fund disbursements from the
Sabir/Shaheen-C.Richardson closing, Shumate engaged in conduct

involving dishonesty, fraud, deceit or misrepresentation in violation of
Rule 8.4(c):

(e) By disbursing funds loaned by US Money Source in a manner differing
from the disbursements listed on the HUD-1 Settlement Statement
Shumate provided to US Money Source, Shumate engaged in conduct

involving dishonesty, fraud, deceit or misrepresentation in violation of
Rule 8.4{c); and

() By preparing the Preliminary Opinion of Title and HUD-I Settlement
Statement in a manner that served to hide the Sabir/Shaheen-C.Richardson
closing from US Money Source, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c).

FOURTH CLAIM FOR RELIEF
68.  Paragraphs | — 67 are re-alleged and incorporated as if fully set out herein.

69.  On or about July 17, 2000 Eric Diddy and wife, Shawn Diddy (heremnafier
“the Diddys™) sold property located at 4002 Jessup Grove Court, Greensboro NC
(hereinafter “the Jessup Grove property”) to C.Richardson for $151,900.00.

70. On that same date of July 17, 2000, C.Richardson sold the Jessup Grove
property to Paul Hairston (hereinafter “Hairston”) for $171,500.00.

71. Shumate was the closing attorney for and conducted the closing of the
transaction in which the Jessup Grove property was transferred from the Diddys to
C.Richardson (hereinatter “the Diddy-C.Richardson closing™).

72. Shumate was also the closing attorney for and conducted the closing of the

transaction in which the Jessup Grove property was transferred from C.Richardson to
Hairston (hereinafter “the C.Richardson-Hairston closing”).
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73. Shumate prepared a HUD-1 Settlement Statement for the Diddy-
C.Richardson closing,

74, The HUD-! Settlement Statement for the Diddy-C.Richardson closing
states $4,397.91 was received from C.Richardson for the closing, in addition to $500.00
as a deposit or earnest money previously paid.

75. The HUD-1 Seftlement Statement for the Diddy-C.Richardson closing
lists various disbursements made from the funds listed as received from C.Richardson for
the transaction.

76. Instead, the $4,397.91 of funds listed on the HUD-1 Settlement Statement
for the Diddy-C.Richardson closing as provided by C.Richardson were funds loaned to
Hairston in the C.Richardson-Hairston closing,.

77. Concorde made a loan of $171,500.00 to Hairston for Hairston’s purchase
of the Jessup Grove property from C.Richardson.

78.  Concorde required a commitment from a title insurance company to issue
a title insurance policy to it on the title to the Jessup Grove property as a condition
precedent to loaning Hairston the funds for the C.Richardson-Hairston closing.

79. Shumate prepared a Preliminary Opinion of Title regarding the title to the
Jessup Grove property and submitted it to Lawyers Title Insurance Corporation.

80. Shumate prepared the Preliminary Opinion of Title regarding the title to
the Jessup Grove property and submitted it to Lawyers Title Insurance Corporation in
order to obtain the commitment from a title insurance company Concorde required as a
condition of making its loan Hairston.

81. In his Preliminary Opinion of Title regarding the title to the J essup Grove
property, Shumate certified that on July 5, 2000 the owner of the Jessup Grove property
was C.Richardson.

82. C.Richardson did not own the Jessup Grove property on July 5, 2000.

83. On July 5, 2000, the Jessup Grove property was owned by Eric Diddy.

84. Shumate prepared the deed transferring ownership from the Diddys to
C.Richardson.

85.  The deed transferring ownership from the Diddys to C.Richardson was
signed by the Diddys on July 18, 2000 and notarized by Ann Shumate,

86. Shumate’s office provided the deed transferring ownership of the Jessup
Grove property from the Diddys to C.Richardson to the Guilford County, North Carolina
Register of Deeds office for filing on or about July 19, 2000.



87. The deed transferring ownership of the Jessup Grove property from the
Diddys to C.Richardson was filed on July 19, 2000.

88. Shumate knew when he certified that the property was owned by
C.Richardson in his Preliminary Opinion of Title for the Jessup Grove property that the
property was not owned by C.Richardson at that time.

89.  Based on Shumate’s Preliminary Opinion of Title for the Jessup Grove
property, Lawyers Title Insurance Corporation issued a title commitment.

90.  The title commitment inaccurately stated C.Richardson was the owner of
the property at the commitment date of July 5, 2000.

91.  Based upon this title commitment, Concorde considered its condition for a
commitment for a title insurance policy satisfied.

92. Shumate prepared a HUD-1 Settlement Statement and disbursed the funds
for the C.Richardson-Hairston closing.

93. The HUD-I Settlement Statement for the C.Richardson-Hairston closing
lists various disbursements purportedly made from the funds loaned by Concorde and the
other funds listed as received for the closing, including disbursements for attorney’s fees
and expenses totaling $650.00 to Shumate and a disbursement of $18,074.11 to
C.Richardson.

94, Shumate did not disburse $18,074.11 to C.Richardson. Shumate disbursed
$13,676.20 to C.Richardson. Shumate disbursed the remaining $4,397.97 by check
naming Shumate as the payee.

95, This $4,397.91 disbursement to Shumate from the funds loaned by
Concorde to Hairston was used along with other funds to fund disbursements in the
Diddy-C.Richardson closing, including an additional $750.00 disbursement for attorney’s
fees and expenses to Shumate.

96.  The HUD-1 Settlement Statement for the C.Richardson-Hairston closing
failed to show that $4,397.91 was disbursed to Shumate or that the $4,397.91 was used to
fund disbursements in the Diddy-C.Richardson closing.

97.  The HUD-1 Seitlement Statement for the C.Richardson-Hairston closing
reflects $148,171.77 was disbursed to Countrywide Home Loans for payoff of a first
mortgage.

98.  This $148,171.77 disbursement to Counirywide Home Loans from the
funds loaned by Concorde to Hairston was to pay off a debt owed by the Diddys, which
was secured by a deed of trust on the Jessup Grove property.

99.  The Real Estate Settlement Procedures Act (hereinafter “RESPA™), 12
U.S.C. § 2601, et seq., requires that the HUD-1 Settlement Statement itemize the actual
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charges that either the borrower or seller will pay at scttlement.

100.  Shumate never provided Concorde with any HUD-] Settlement Statement
for the C.Richardson-Hairston closing that showed $4,397.91 was disbursed to Shumate
or Shumate’s trust account.

101.  Shumate never provided Concorde with any HUD-1 Settlement Statement
for the C.Richardson-Hairston closing that showed that Concorde’s funds were being

used to fund C.Richardson’s purchase of the Jessup Grove property and disbursements in
that closing.

102, Shumate’s preparation of the Preliminary Opinion of Title and HUD-1
Settlement Statement as described in this claim for relief served to hide from Concorde
both the existence of the first closing and that Concorde’s loan proceeds were being used
to fund disbursements in the first closing,

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant

violated the Revised Rules of Professional Conduct in effect at the time of his conduct as
follows;

(a) By falsely certifying in his Preliminary Opinion of Title for the Jessup
Grove property that C.Richardson owned the Jessup Grove property on
July 5, 2000, Shumate engaged in conduct involving dishonesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(c);

{b) By submitting a false Preliminary Opinion of Title to Lawyers Title
[nsurance Corporation to obtain a title commitment which satisfied a
condition for Concorde to loan funds to Hairston, Shumate engaged in
conduct involving dishonesty, fraud, deceit or misrepresentation in
violation of Rule 8.4(c):

(c) By preparing and signing HUD-1 Seltlement Statements that falsely
represented receipt of funds and/or falsely represented the disbursement of
funds for those transactions, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(d) By providing an inaccurate HUD-1 Settlement Statement to Concorde for
the C.Richardson-Hairston closing that failed to show that funds loaned to
Hairston were being used to fund disbursements from the Diddy-
C.Richardson closing, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(e) By disbursing funds loaned by Concorde in a manner differing from the
disbursements listed on the HUD-1 Settlement Statement Shumate
provided to Concorde, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c); and
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() By preparing the Preliminary Opinion of Title and HUD-1 Settlement
Statement in a manner that served to hide the Diddy-C.Richardson closing
from Concorde, Shumate engaged in conduct involving dishenesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(c).

FIFTH CLAIM FOR RELIEF

103.  Paragraphs 1 — 102 are re-alleged and incorporated as if fully set out
herein.

104.  In July 2000 Trudy E. Smith (hereinafter “Smith™) sold property located at
3220 Cross Tree Road, Winston-Salem, NC (hereinafter “the Cross Tree Road property™)
to C.Richardson and his wife Sharon Richardson (hereinafter jointly referred to as “the
Richardsons™) for $198,000.00.

105.  The Smith-C.Richardson closing occurred on or about July 26, 2000.

106.  On that same date of July 26, 2000, the Richardsons sold the Cross Tree
Road property to Hairston for $240,000.00.

107.  Shumate was the closing attorney for and conducted the closing of the
transaction in which the Cross Tree Road property was transferred from Smith to the
Richardsons (hereinafter “the Smith-C.Richardson closing™).

108.  Shumate was also the closing attorney for and conducted the closing of the
transaction in which the Cross Tree Road property was transferred from the Richardsons
to Hairston (hereinafter “the C.Richardson-Hairston Il closing™).

109.  Shumate prepared a HUD-1 Settlement Statement for the Smith-
C.Richardson closing.

110.  The HUD-1 Settlement Statement for the Smith-C.Richardson closing
states funds were received from C.Richardson for the closing and lists various
disbursements made from such funds.

111, Instead, the funds used to make the disbursements listed on the HUD-1
Settlement Statement for the Smith-C.Richardson closing were funds loaned to Hairston
in the C.Richardson-Hairston Il closing.

112, Wilmington National Finance, Inc. (hereinafter “Wilmington NF’") made a

loan of $240,000.00 to Hairston for Hairston’s purchase of the Cross Tree Road property
from C.Richardson.

113, Wilmington NF required a commitment from a title insurance company to
issue a title insurance policy to it on the title to the Cross Tree Road property and certain

provisions in the title policy as a condition precedent to loaning Hairston the funds for the
C.Richardson-Hatirston 11 closing.



114, Shumate prepared a Preliminary Opinion of Title regarding the title to the
Cross Tree Road property and submitted it to Fidelity National Title Insurance Company.

115.  Shumate prepared the Preliminary Opinion of Title regarding the title to
the Cross Tree Road property and submitted it to Fidelity National Title Insurance
Company in order to obtain the commitment from a title insurance company Wilmington
NF required as a condition of making its loan to Hairston.

116. In his Preliminary Opinion of Title regarding the title to the Cross Tree
Road property, Shumate certified that on July 3, 2000 the owner of the Cross Tree Road
property was C.Richardson.

117.  C.Richardson did not own the Cross Tree Road property on July 3, 2000.
118, On July 3, 2000, the Cross Tree Road property was owned by Smith.

119.  Shumate prepared the deed transferring ownership from Smith to
C.Richardson.

120.  The deed transferring ownership from Smith to C.Richardson was signed
by Smith on July 21, 2000 and notarized by Suzanna S. Parrett.

121.  Shumate’s office provided the deed transferring ownership of the Cross
Tree Road property from Smith to C.Richardson to the Forsyth County, North Carolina
Register of Deeds office for filing on or about July 21, 2000.

122, The deed transferring ownership of the Cross Tree Road property from
Smith to C.Richardson was filed on July 21, 2000.

123.  Shumate knew when he certified that the property was owned by
C.Richardson in his Preliminary Opinion of Title for the Cross Tree Road property that
the property was not owned by C.Richardson at that time.

124,  Based on Shumate’s Preliminary Opinion of Title for the Cross Tree Road
property, Fidelity National Title Insurance Company issued a title commitment.

125.  The title commitment inaccurately stated C.Richardson was the owner of
the property at the commitment date of July 3, 2000.

126. Based upon this title commitment, Wilmington NF considered its
condition for a commitment for a title insurance policy satistied.

127.  Shumate prepared a HUD-1 Settlement Statement and disbursed the funds
for the C.Richardson-Hairston I closing.

128. The HUD-1 Settlement Statement for the C.Richardson-Hairston H

closing lists various disbursements purportedly made from the funds loaned by
Wilmingten NF, including disbursements for attorney’s fees and expenses totaling
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$650.00 to Shumate and disbursement of $203,906.22 to C.Richardson.

129.  Shumate did not disburse $203,906.22 to C.Richardson. Shumate
disbursed $34,474.65 to C.Richardson. Shumate disbursed the remaining $169,431.57 to
his trust account.

130.  This $169,431.57 disbursement to Shumate’s trust account from the funds
loaned by Wilmington NF to Hairston was used to fund disbursements in the Smith-
C.Richardson closing, including an additional $750.00 disbursement for attorney’s fees
and expenses to Shumate.

131. The HUD-1 Settlement Statement for the C.Richardson-Hairston 11
closing failed to show that $169,431.57 was disbursed to Shumate’s trust account to fund
disbursements in the Smith-C.Richardson closing.

132, The HUD-! Settlement Statement for the C.Richardson-Hairston II
closing reflects $27,974.43 was disbursed to the Pfefferkom Company for payoff of a
first mortgage.

133, This $27,974.43 disbursement to the Pfefferkomn Company from the funds
loaned by Wilmington NF to Hairston was to pay off a debt owed by Smith, which was
secured by a deed of trust on the Cross Tree Road property.

134, The Real Estate Settlement Procedures Act (hereinatier “RESPA™), 12
U.S.C. § 2601, et seq., requires that the HUD-1 Settlement Statement itemize the actual
charges that either the borrower or seller will pay at settlement,

135 Shumate never provided Wilmington NF with any HUD-1 Settlement
Statement for the C.Richardson-Hairston 11 closing that showed $169,431.57 was
disbursed from Wilmington NF’s loan proceeds to Shumate’s trust account.

136.  Shumate never provided Wilmington NF with any HUD-1 Settlement
Statement for the C.Richardson-Hairston II closing that showed that Wilmington NF’s
funds were being used to fund C.Richardson’s purchase of the Cross Tree Road property
and disbursements in that closing.

137. Shumate’s preparation of the Preliminary Opinion of Title and HUD-1
Settlement Statement as described in this claim for relief served to hide from Wilmington
NF both the existence of the first closing and that Wilmington NF’s loan proceeds were
being used to fund disbursements in the first closing.

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant
violated the Revised Rules of Professional Conduct in effect at the time of his conduct as
follows:

(a) By falsely certifying in his Preliminary Opinion of Title for the Cross Tree
Road property that C.Richardson owned the Cross Tree Road property on
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July 3, 2000, Shumate engaged in conduct involving dishonesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(c);

(b) By submitting a false Preliminary Opinion of Title to Fidelity National
Title Insurance Company to obtain a title commitment which satisfied a
condition for Wilmington NF to loan funds to Hairston, Shumate engaged
in conduct invelving dishonesty, fraud, deceit or misrepresentation in
violation of Rule 8.4(c);

(c) By preparing and signing HUD-1 Settlement Statements that falsely
represented receipt of funds and/or falsely represented the disbursement of
funds for those transactions, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(d) By providing an inaccurate HUD-1 Settlement Statement to Wilmington
NF for the C.Richardson-Hairston II closing that failed to show that funds
loaned to Hairston were being used to fund disbursements from the Smith-
C.Richardson closing, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4{c);

(e) By disbursing funds loaned by Wilmington NF in a manner differing from
the disbursements listed on the HUD-1 Settlement Statement Shumate
provided to Wilmington NF, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule §.4(c):
and

(f) By preparing the Preliminary Opinion of Title and HUD-1 Settlement
Statement in a manner that served to hide the Smith-C.Richardson closing
from Wilimington NF, Shumate engaged in conduet involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c).

SIXTH CLAIM FOR RELIEF

138.  Paragraphs 1 — 137 are re-alleged and incorporated as if fully set out
herein.

139.  On or about July 25, 2000 William Charles Wilde and his wife Kathryn
Stroeman-Wilde (hereinafter “the Wildes”) sold property located at 3906 SE School
Road, Greensboro, Efland, NC (hereinafter “the Schoo] Road property”) to the
Richardsons for $118,500.00.

140.  On that same date of July 25, 2000, the Richardsons sold the School Road
property to Hairston for $132,000.00.

141, Shumate was the closing attorney for and conducted the closing of the

transaction in which the School Road property was transferred from the Wildes to the
Richardsons (hereinafter “the Wildes-C.Richardson closing™).
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142, Shumate was also the closing attorney for and conducted the closing of the
transaction in which the School Road property was transferred from the Richardsons to
Harirston (hereinafter “the C.Richardson-Hairston 111 closing™).

143, Shumate disbursed the funds for the Wildes-C.Richardson closing.

144, Shumate’s disbursement summary for the Wildes-C.Richardson closing
states $13,066.75 was received from C.Richardson for the closing and lists various
disbursements made from such funds.

145, Instead, the funds used to make the disbursements for the Wildes-
C.Richardson closing were funds loaned to Hairston in the C.Richardson-Hairston 111
closing.

146.  First Indiana Bank (hereinafter “First Indiana™) made two loans to
Hatrston for Hairston’s purchase of the School Road property from C.Richardson, one in
the amount of $105,600.00 and one in the amount of $26,400.00.

147 First Indiana required a title policy or binder from a title insurance
company on the title to the School Road property as a condition precedent to loaning
Hairston the funds for the C.Richardson-Hairston 111 closing.

148.  Shumate prepared a Preliminary Opinion of Title regarding the title to the
School Road property for First American and submitted it to Parker Title, which was
acting as agent for First American.

149.  Shumate prepared the Preliminary Opinion of Title regarding the (itle to
the School Road property and submitted it to Parker Title in order to obtain the title
insurance policy or binder First Indiana required as a condition of making its loans to
Hairston.

150.  In his Preliminary Opinion of Title regarding the title to the School Road
propetty, Shumate certified that on July 5, 2000 the owner of the School Road property
was C. Richardson.

151.  C.Richardson did not own the School road property on July 5, 2000.

152, On July 5, 2000, the School Road property was owned by the Wildes.

153.  Shumate prepared the deed transferring ownership from the Wildes to
C.Richardson.

154, The deed transferring ownership from the Wildes to C.Richardson reflects
it was signed by the Wildes on July 25, 2000 and notarized by Ann Shumate.

155.  Shumate’s office provided the deed transferring ownership of the School

Road property from the Wildes to C.Richardson to the Guilford County, North Carolina
Register of Deeds office for filing on or about July 26, 2000.
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156.  The deed transferring ownership of the School Road property from the
Wildes to C.Richardson was filed with the Guilford County, North Carolina Register of
Deeds office on July 26, 2000.

157.  Shumate knew when he certified that the property was owned by
C.Richardson in his Preliminary Opinion of Title for the School Road property that the
property was not owned by C.Richardson at that time.

158. Based on Shumate’s Preliminary Opinion of Title for the School Road

property, Parker Title issued a title commitment on behalf of First American to First
Indiana.

159.  The title commitment inaccurately stated C.Richardson was the owner of
the property at the commitment date of July 35, 2000.

160. Based upon this title comunitment and in anticipation of a final title

insurance policy, First Indiana considered its condition for a title insurance policy or
binder satisfied.

161.  Shumate disbursed the funds from the C.Richardson-Hairston III closing
and made various disbursements from the funds loaned by First Indiana to Hairston,
including disbursements Shumate for attorney’s fees and expenses in the amount of

$725.00 from the $105,600.00 loan and in the amount of $250.00 from the $26.,400.00
loan.

162. A total of $21,604.80 was designated on Shumate’s disbursement
summary for the C.Richardson-Hairston 111 closing as closing proceeds.

163.  Shumate did not disburse the $21,664.80 designated as closing proceeds to
C.Richardson. Shumate disbursed $8,598.05 to C.Richardson. Shumate disbursed the
remaining $13,066.75 to his trust account.

164. This $13,066.75 disbursement to Shumate’s trust account from the funds
loaned by First Indiana to Hairston was used to fund disbursements in the Wildes-
C.Richardson closing, including an additional $725.00 disbursement for attorney’s fees
and expenses to Shumate,

165.  Shumate disbursed $105,874.31 to ABN AMRO Mortgage Group to pay
off a first mortgage.

166.  This $105,874.31 disbursement to ABN AMRO Mortgage Group from the
funds loaned by First Indiana to Hairston was to pay off a debt owed by the Wildes,
which was secured by a deed of trust on the School Road property.

167, Shumate’s preparation of the Preliminary Opinion of Title and structuring
of disbursements as described in this claim for relief served to hide from First Indiana

both the existence of the first closing and that First Indiana’s loan proceeds were being
used to fund disbursements in the first closing.
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THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant
violated the Revised Rules of Professional Conduct in effect at the time of his conduct as
follows:

(a) By falsely certifying in his Preliminary Opinion of Title for the School
Road property that C. Richardson owned the School Road property on
July 5, 2000, Shumate engaged in conduct involving dishonesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(c);

(b) By submitting a false Preliminary Opinion of Title to Parker Title
Insurance Company to obtain a title commitment which satisfied a
condition for First Indiana to loan funds to Hairston, Shumate engaged in
conduct involving dishonesty, fraud, deceit or misrepresentation in
violation of Rule 8.4(c);

(c) By preparing the preliminary opinion of title in a manner that served to
hide the Wildes-C.Richardson closing from First Indiana, Shumate
engaged in conduct involving dishonesty, fraud, deceit or
misrepresentation in violation of Rule 8.4(c); and

(d) By using funds loaned by First Indiana to Hairston for his purchase of the
School Road property to fund disbursements in the Wildes-C.Richardson
closing, Shumate engaged in conduct involving dishonesty, fraud, deceit
or misrepresentation in violation of Rule §.4(c).

SEVENTH CLAIM FOR RELIEF

168.  Paragraphs 1 — 167 are re-alleged and incorporated as if fully set out
herein,

169.  On or about August 10, 2000 Nell D. Clement (hereinafter “Clement™)
sold property located at 3400 Sandon Place, Winston-Salem, NC (hereinafter “the
Sandon Place property”) to C.Richardson for $180,000.00.

170.  On that same date of August 10, 2000, C.Richardson sold the Sandon
Place property to Hairston for $225,000.00.

171, Shumate was the closing attorney for and conducted the closing of the
transaction in which the Sandon Place property was transferred from Clement to
C.Richardson (hereinafter “the Clement-C.Richardson closing™).

172, Shumate was also the closing attorney for and conducted the closing of the

transaction in which the Sandon Place property was transterred from C.Richardsen to
Hairston (hercinafter “the C.Richardson-Hairston 1V closing™).
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173, Shumate prepared a HUD-1 Settlement Statement for the Clement-
C.Richardson closing.

174, The HUD-1 Settlement Statement for the Clement-C.Richardson closing
states $181,435.42 was received from C.Richardson for the closing, in addition to the
$500.00 deposit or carnest money previously paid.

175, The HUD-1 Settlement Statement for the Clement-C.Richardson closing
lists various disbursements made from the funds listed as received from C.Richardson for
the transaction.

176. Instead, the $181,435.42 of funds listed on the HUD-1 Settlement
Statement for the Clement-C.Richardson closing as provided by C.Richardson were funds
loaned to Hairston in the C.Richardson-Hairston IV closing.

177.  Maximum Funding Group, Inc. (hereinafter “MFG”) made a loan of
$202,500.00 to Hairston for Hairston’s purchase of the Sandon Place property from
C.Richardson.

178, MFG required a commitment from a title insurance company to issue a
title insurance policy to it on the title to the Sandon Place property as & condition
precedent to loaning Hairston the funds for the C.Richardson-Hairston IV closing.

179.  Shumate prepared a Preliminary Opinion of Title regarding the title to the
Sandon Place property and submitted it to Parker Title.

I180.  Shumate prepared the Preliminary Opinion of Title regarding the title to
the Sandon Place property and submitted it to Parker Title in order to obtain the
commitment from a title insurance company MFG required as a condition of making its
loan to Hairston.

181.  1In his Preliminary Opinion of Title regarding the title to the Sandon Place
property, Shumate certified that on June 28, 2000 the owner of the Sandon Place property
was C.Richardson.

182, C.Richardson did not own the Sandon Place property on June 28, 2000.

183.  On June 28, 2000, the Sandon Place property was owned by Clement.

184.  Shumate prepared the deed transferring ownership from Clement to
C.Richardson.

185. The deed transferring ownership from Clement to C.Richardson was
signed by an agent acting for Clement under power of attorney on July 15, 2000 and
notarized by Ann Shumate.

186, Shumate’s office provided the deed transferring ownership of the Sandon
Place property from Clement to C.Richardson to the Forsyth County, North Carolina
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Register of Deeds office for filing on or about August 11, 2000.

187.  The deed transferring ownership of the Sandon Place property from
Clement to C.Richardson was filed on August 11, 2000.

188.  Shumate knew when he certified that the property was owned by
C.Richardson in his Preliminary Opinion of Title for the Sandon Place property that the
property was not owned by C.Richardson at that time.

189.  Based on Shumate’s Preliminary Opinion of Title for the Sandon Place
property, Parker Title issued a title commitment on behalf of First American,

190.  The title commitment inaccurately stated C.Richardson was the owner of
the property at the commitment date of June 28, 2000.

191.  Based upon this title commitment, MFG considered its condition for a
commitment for a title insurance policy satisfied.

192, Shumate prepared a HUD-1 Settlement Statement and disbursed the funds
for the C.Richardson-Hairston IV closing.

193, The HUD-1 Settlement Statement for the C.Richardson-Hairston 1V
closing lists various disbursements purportedly made from the funds loaned by MFG and
the other funds listed as received for the closing, including disbursements for attorney’s
fees and expenses totaling $750.00 to Shumate and a disbursement of $207.984.97 to
C.Richardson.

194, Shumate did not disburse $207.984.97 to C.Richardson. Shumate
disbursed $26,549.55 to C.Richardson. Shumate disbursed the remaining $181,435.42 by
check naming Shumate as the payee.

195. This $181,435.42 disbursement to Shumate from the funds loaned by
MFG to Hairston was used to fund disbursements in the Clement-C.Richardson closing,
including an additional $750.00 disbursement for attorney’s fees and expenses to
Shumate.

196.  The HUD-1 Settlement Statement for the C.Richardson-Hairston IV
closing failed to show that $181,435.42 was disbursed to Shumate or that the
$181,435.42 was used to fund disbursements in the Clement-C.Richardson closing.

197.  The Real Estate Settlement Procedures Act (hereinafter “RESPA™), 12
U.S.C. § 2601, et seq., requires that the HUD-1 Settlement Statement itemize the actual
charges that either the borrower or seller will pay at settlement.

198.  Shumate never provided MFG with any HUD-1 Settlement Statement for
the C.Richardson-Hairston IV closing that showed $181,435.42 was disbursed from
MFG’s loan proceeds to Shumate or Shumate’s trust account.



199.  Shumate never provided MFG with any HUD-1 Seitlement Statement for
the C.Richardson-Hairston 1V closing that showed that MFG’s funds were being used to
fund C.Richardson’s purchase of the Sandon Place property and disbursements in that
closing.

200.  Shumate’s preparation of the Preliminary Opinion of Title and HUD-1
Settlement Statement as described in this claim for relief served to hide from MEG both
the existence of the first closing and that MFG’s loan proceeds were being used to fund
disbursements in the first closing.

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant
violated the Revised Rules of Professional Conduct in effect at the time of his conduct as
follows:

(a) By falsely certifying in his Preliminary Opinion of Title for the Sandon
Place property that C.Richardson owned the Sandon Place property on
June 28, 2000, Shumate engaged in conduct involving dishonesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(c);

() By submitting a false Preliminary Opinion of Title to Parker Title to
obtain a title commitment which satisfied a condition for MFG to loan
funds to Hairston, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c):

(c) By preparing and signing HUD-1 Settlement Statements that falsely
represented receipt of funds and/or falsely represented the disbursement of
funds for those transactions, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(d) By providing an inaccurate HUD-1 Settlement Statement to MFG for the
C.Richardson-Hairston 1V closing that failed to show that funds loaned to
Hairston were being used to fund disbursements from the Clement-
C.Richardson closing, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(e) By disbursing funds loaned by MFG in a manner differing from the
disbursements listed on the HUD-1 Settlement Statement Shumate
provided to MFG, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c); and

D By preparing the Preliminary Opinion of Title and HUD-1 Settlement
Statement in a manner that served to hide the Clement-C.Richardson
closing from MFG, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c).



EIGHTH CLAIM FOR RELIEF

201.  Paragraphs 1 — 200 are re-alleged and incorporated as if fully set out
herein.

202. On or about July 17, 2000 Ervin Gray Tucker and his wife Judy M. Tucker
(hereinafter “the Tuckers”) sold property located at 116 Laura Avenue, Winston-Salem,
NC (hereinafter “the 116 Laura Avenue property”) to C.Richardson for $53,333.00.

203.  On that same date of July 17, 2000, C.Richardson sold the 116 Laura
Avenue property to Anita Siddle (hereinafter “Siddle”) for $80,000.00.

204.  Shumate was the closing attorney for and conducted the closing of the
transaction in which the 116 Laura Avenue property was transferred from the Tuckers to
C.Richardson (hereinafter “the Tuckers-C.Richardson closing™).

205.  Shumate was also the closing attorney for and conducted the closing of the
transaction in which the 116 Laura Avenue property was transferred from C.Richardson
to Siddle (hereinafter ““the C.Richardson-Siddle closing™).

206.  Shumate prepared a HUD-I Settlement Statement for the Tuckers-
C.Richardson closing.

207.  The HUD-1 Settlement Statement for the Tuckers-C.Richardson closing
states $46,372.10 was received from C.Richardson for the closing, in addition to a
$100.00 deposit or earnest money previously paid.

208.  The HUD-I Settlement Statement for the Tuckers-C.Richardson closing
lists various disbursements made from the funds listed as received from C.Richardson for
the transaction.

209. Instead, the funds listed on the HUD-1 Settlement Statement for the
Tuckers-C.Richardson closing as provided by C.Richardson were funds loaned to Siddle
mn the C.Richardson-Siddle closing.

210.  First Indiana made two loans to Siddle for Siddle’s purchase of the 116
Laura Avenue property from C.Richardson, one in the amount of $64,000.00 and one in
the amount of $16,000.00.

211.  First Indiana required a title policy or binder from a title insurance
company on the title to the 116 Laura Avenue property as a condition precedent to
loaning Siddle the funds for the C.Richardson-Siddle closing.

212, Shumate prepared a Preliminary Opinion of Title regarding the title to the
116 Laura Avenue property for First American and submitted it to Parker Title.

213, Shumate prepared the Preliminary Opinion of Title regarding the title to
the 116 Laura Avenue property and submitted it to Parker Title in order to obtain the title



insurance policy or binder First Indiana required as a condition of making its loans to
Siddle.

214.  In his Preliminary Opinion of Title regarding the title to the 116 Laura
Avenue property, Shumate certified that on July 3, 2000 the owner of the 116 Laura
Avenue property was C.Richardson.

215, C.Richardson did not own the 116 Laura Avenue property on July 3, 2000.

216.  On July 3, 2000, the 116 Laura Avenue property was owned by the
Tuckers.

217.  Shumate prepared the deed transferring ownership from the Tuckers to
C.Richardson.

218.  The deed transferring ownership from the Tuckers to C.Richardson was
signed by the Tuckers on or about July 17" or 18", 2000 and notarized by Ann Shumate.

219, Shumate’s office provided the deed transferring ownership of the 116
Laura Avenue property from the Tuckers to C.Richardson to the Forsyth County, North
Carolina Register of Deeds office for tiling on or about July 18, 2000,

220.  The deed transferring ownership of the 116 Laura Avenue property from
the Tuckers to C.Richardson was filed on July 18, 2000.

221, Shumate knew when he certified that the property was owned by
C.Richardson in his Preliminary Opinion of Title for the 116 Laura Avenue property that
the property was not owned by C.Richardson at that time.

222, Based on Shumate’s Preliminary Opinion of Title for the 116 Laura
Avenue property, Parker Title issued a title commitment on behalf of First American.

223, The title commitment inaccurately stated C.Richardson was the owner of
the property at the commitment date of July 3, 2000.

224, Based upon this title commitment and in anticipation of a final title
insurance policy, First Indiana considered its condition for a commitment for a title
insurance policy or binder satisfied.

225.  Shumate disbursed the funds from the C.Richardson-Siddle closing and
made various disbursements from the funds loaned by First Indiana to Siddle, including
disbursements to Shumate for attorney’s fees and expenses in the amount of $996.10
from the $64,000.00 loan and in the amount of $297.00 from the $16,000.00 loan.

226. A total of $72,104.10 was designated as closing or seller’s proceeds on
Shumate’s disbursement summary for the C.Richardson-Siddle closing.



227. Shumate did not disburse $72,104.10 to C.Richardson. Shumate disbursed
$22,701.07 to C.Richardson. Shumate disbursed the temainder by two checks from his
trust account, both of which named Shumate as the payee and both of which were labeled
“Seller’s Proceeds.” One check to Shumate was in the amount of $46,472.10 and the
other check to Shumate was in the amount of $2,930.93.

228.  The $46,472.10 disbursement to Shumate from the funds loaned by First
Indiana to Siddle was used to fund disbursements in the Tuckers-C.Richardson closing,
including an additional $765.00 disbursement for attorney’s fees and expenses to
Shumate.

229.  Shumate disbursed $7,153.53 to Piedmont Federal Savings and Loan
Association (hereinafter “Piedmont™) labeled as pay off a first mortgage.

230.  This $7,153.53 disbursement to Piedmont from the funds loaned by First
Indiana to Siddle was to pay off a debt owed by the Tuckers.

231, Shumate’s preparation of the Preliminary Opinion of Title and structuring
of disbursements as described in this claim for relief served to hide from First Indiana
both the existence of the first closing and that First Indiana’s loan proceeds were being
used to fund disbursements in the first closing,

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Detendant
violated the Revised Rules of Professional Conduct in effect at the time of his conduct as
follows:

{a) By falsely certifying in his Preliminary Opinion of Title for the 116 Laura
Avenue property that C.Richardson owned the 116 Laura Avenue property
on July 3, 2000, Shumate engaged in conduct involving dishonesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(c);

(b) By submitting a false Preliminary Opinion of Title to Parker Title to
obtain a title commitment which satisfied a condition for First Indiana to
loan funds to Siddle, Shumate engaged in conduct mvolving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(c) By preparing the preliminary opinion of title in a manner that served to
hide the Tuckers-C.Richardson closing from First Indiana, Shumate
engaged in conduct involving dishonesty, fraud, deceit or
misrepresentation in violation of Rule 8.4(c); and

(d) By using funds loaned by First Indiana to Siddle for her purchase of the
I16 Laura Avenue property to fund disbursements in the Tuckers-
C.Richardson closing, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c).



NINTH CLAIM FOR RELIEF

232, Paragraphs | - 231 are re-alleged and incorporated as if fully set out
herein.

233, On or about Auvgust 3, 2000 the Tuckers sold property located at 128
Laura Avenue, Winston-Salem, NC (hereinafter “the 128 Laura Avenue property”) to the
Richardsons for approximately $53,333.00.

234, On that same date of August 3, 2000, the Richardsons sold the 128 Laura
Avenue property to Siddle for $76,000.00.

235.  Shumate was the closing attorney for and conducted the closing of the
transaction in which the 128 Laura Avenue property was transferred from the Tuckers to
the Richardsons (hereinafter “the Tuckers-C.Richardson T closing™).

236.  Shumate was also the closing attorney for and conducted the closing of the
transaction in which the 128 Laura Avenue property was transferred from the
Richardsons to Siddle (hereinafier “the C.Richardson-Siddle Il closing™).

237, Shumate disbursed the funds for the Tuckers-C.Richardson II closing.

238, Shumate’s disbursement summary for the Tuckers-C.Richardson 11 closing
states $42,711.00 was received from C.Richardson for the closing and lists various
disbursements made from such funds.

239, Instead, the funds used to make the disbursements for the Tuckers-
C.Richardson II closing were funds loaned to Siddle in the C.Richardson-Siddle H
closing.

240.  Concorde made a loan of $76,000.00 to Siddle for Siddle’s purchase of the
128 Laura Avenue property from C.Richardson.

241, Concorde required a commitment from a title insurance company to issue
a title insurance policy to it on the title to the 128 Laura Avenue property as a condition
precedent to loaning Siddle the funds for the C.Richardson-Siddle 11 closing.

242, Shumate prepared a Preliminary Opinion of Title regarding the title to the
128 Laura Avenue property and submitted it to Parker Title.

243, Shumate prepared the Preliminary Opinion of Title regarding the title to
the 128 Laura Avenue property and submitted it to Parker Title in order to obtain the
commitment from a title insurance company Concorde required as a condition of making
iis loan to Siddle.

244, In his Preliminary Opinion of Title regarding the title to the 128 Laura
Avenue property, Shumate certified that on July 6, 2000 the owner of the 128 Laura
Avenue property was C.Richardson.



245, C.Richardsen did not own the 128 Laura Avenue property on July 6, 2000.

246.  On July 6, 2000, the 128 Laura Avenue property was owned by the
Tuckers.

247.  Shumate prepared the deed transferring ownership from the Tuckers to
C.Richardson.

248.  The deed transferring ownership from the Tuckers to C.Richardson was
signed by the Tuckers on August 3, 2000 and notarized by Ann Shumate.

249.  Shumate’s office provided the deed transferring ownership of the 128
Laura Avenue property from the Tuckers to C.Richardson to the Forsyth County, North
Carolina Register of Deeds office for filing on or about August 4, 2000,

250.  The deed transferring ownership of the 128 Laura Avenue property from
the Tuckers to C.Richardson was filed on August 4, 2000.

251.  Shumate knew when he certified that the property was owned by
C.Richardson in his Preliminary Opinion of Title for the 128 Laura Avenue property that
the property was not owned by C.Richardson at that time.

252. Based on Shumate’s Preliminary Opinion of Title for the 128 Laura
Avenue property, Parker Title issued a title commitment on behalf of First Americain.

253, The title commitment inaccurately stated C.Richardson was the owner of
the property at the commitment date of July 6, 2000.

254.  Based upon this title commitment, Concorde considered its condition for a
commitment for a title insurance policy satisfied.

255, Shumate prepared a HUD-1 Settlement Statement and disbursed the funds
for the C.Richardson-Siddle 11 closing.

256.  The HUD-1 Settlement Statement for the C.Richardson-Siddle 11 closing
lists various disbursements purportedly made from the funds loaned by Concorde and the
other funds listed as received for the closing, including disbursements for attorney’s fees

and expenses totaling $650.00 to Shumate and a disbursement of $61,195.60 to
C.Richardson.

257.  Shumate did not disburse $61,195.00 to C.Richardson. Shumate disbursed
$18,484.50 to C.Richardson. Shumate disbursed the remaining $42,711.00 to his trust
account.

258.  This $42,711.00 disbursement to Shumate’s trust account from the funds
loaned by Concorde to Siddle was used to fund disbursements in the Tuckers-
C.Richardson Il closing, including an additional $750.00 disbursement for attorney’s fees
and expenses to Shumate.



259.  The HUD-1 Settlement Statement for the C.Richardson-Siddle 1 closing
failed to show that $42,711.00 was disbursed to Shumate’s trust account to fund
disbursements in the Tuckers-C.Richardson II closing.

260. The HUD-1 Settlement Statement for the C.Richardson-Siddle II closing
reflects $10,720.00 was disbursed to Piedmont Federal for payoff of a first mortgage.

261. This $10,720.00 disbursement to Piedmont Federal from the funds loaned
by Concorde to Siddle was to pay off a debt owed by the Tuckers.

262. The Real Estate Settlement Procedures Act (hereinafter “RESPA™), 12
U.S.C. § 2601, et seq., requires that the HUD-1 Setilement Statement itemize the actual
charges that either the borrower or seller will pay at settlement,

263. Shumate never provided Concorde with any HUD-1 Seftlement Statement
for the C.Richardson-Siddle II closing that showed $42,711.00 was disbursed to
Shumate’s trust account.

264.  Shumate never provided Concorde with any HUD-1 Settlement Statement
for the C.Richardson-Siddle II closing that showed that Concorde’s funds were being
used to fund C.Richardson’s purchase of the 128 Laura Avenue property and
disbursements in that closing.

265.  Shumate’s preparation of the Preliminary Opinion of Title and HUD-I
Settlement Statement as described in this claim for relief served to hide from Concorde
both the existence of the first closing and that Concorde’s loan proceeds were being used
to fund disbursements in the first closing.

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant

violated the Revised Rules of Professional Conduct in effect at the time of his conduct as
follows:

(a) By falsely certifying in his Preliminary Opinion of Title for the 128 Laura
Avenue property that C.Richardson owned the 128 Laura Avenue property
on July 6, 2000, Shumate engaged in conduct involving dishonesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(¢);

(b) By submitting a false Preliminary Opinion of Title to Parker Title to
obtain a title commitment which satisfied a condition for Concorde to loan
funds to Siddle, Shumate engaged in conduct involving dishonesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(c);

() By preparing and signing HUD-1 Settlement Statements that falsely
represented receipt of funds and/or falsely represented the disbursement of
funds for those transactions, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);



(d) By providing an inaccurate HUD-1 Settlement Statement to Concorde for
the C.Richardson-Siddle II closing that failed to show that funds loaned to
Siddle were being used to fund disbursements from the Tuckers-
C.Richardson 11 closing, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);

(e) By disbursing funds loaned by Concorde in 2 manner differing from the
disbursements listed on the HUD-1 Settlement Statement Shumate
provided to Concorde, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in viplation of Rule 8.4{c); and

(H By preparing the Preliminary Opinion of Title and HUD-1 Settlement
Statement in a manner that served to hide the Tuckers-C.Richardson H
closing from Concorde, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c).

TENTH CLAIM FOR RELIEF

266. Paragraphs 1 — 265 are re-alleged and incorporated as if fully set out
herein.

267.  On or about July 20, 2000 Tai Hyun Park and his wife Sook Hui Park
(hereinafter “the Parks™} sold property located at 820 Skeet Club Road, High Point, NC

(hereinafter *“the Skeet Club property™) to the Richardsons for approximately
$120,000.00.

268.  On that same date of July 20, 2000, the Richardsons sold the Skeet Club
property to Edward Ward (hereinafter “Ward™) for $144,000.00.

269. Shumate was the closing attorney for and conducted the closing of the
transaction in which the Skeet Club property was transferred from the Parks to the
Richardsons (hereinafter “the Parks-C.Richardson closing”).

270. Shumate was also the closing attormey for and conducted the closing of the
transaction in which the Skeet Club property was transferred from the Richardsons to
Ward (hereinafter “‘the C.Richardson-Ward closing™).

271.  Shumate disbursed the funds for the Parks-C.Richardson closing.

272. Shumate’s disbursement summary for the Parks-C.Richardson closing
states $27,044.43 was received from C.Richardson for the closing and lists various
disbursements made from such funds.

273. Instead, the funds used to make the disbursements listed on the
disbursement summary for the Parks-C.Richardson closing were funds loaned to Ward in
the C.Richardson-Ward closing.



274.  Associates Home Equity Service (hereinafter “Associates”) made a loan of
$139,482.48 to Ward for Ward’s purchase of the Skeet Club property from C.Richardson,

275, Associates required a title insurance company to issue a title insurance
policy to it on the title to the Skeet Club property as a condition precedent to loaning
Ward the funds for the C Richardson-Ward closin 2.

276.  Shumate prepared a Preliminary Opinion of Title regarding the title to the
Skeet Club property and submitted it to Parker Title.

277.  Shumate prepared the Preliminary Opinion of Title regarding the title to
the Skeet Club property and submitted it to Parker Title in order to obtain the the title
insurance policy Associates required as a condition of making its loan to Ward.

278, In his Preliminary Opinion of Title regarding the title to the Skeet Club
property, Shumate certified that on June 27, 2000 the owner of the Skeet Club property
was C. Richardson and Associates.

279.  Neither C.Richardson nor C. Richardson and Associates owned the Skeet
Club property on June 27, 2000.

280.  OnJune 27, 2000, the Skeet Club property was owned by the Parks.

281. Shumate prepared the deed transferring ownership from the Parks to
C.Richardson.

282. The deed transferring ownership from the Parks to C.Richardson Was
signed by the Parks on July 20, 2000 and notarized by Ann Shumate,

283, Shumate’s office provided the deed transferring ownership of the Skeet
Club property from the Parks to C.Richardson to the Guilford County, North Carolina
Register of Deeds office for filing on or about July 21, 2000.

284. The deed transferring ownership of the Skeet Club property from the
Parks to C.Richardson was filed on July 21, 2000.

285.  Shumate knew when he certified that the property was owned by C.
Richardson and Associates in his Preliminary Opinion of Title for the Skeet Club

property that the property was not owned by either C.Richardson or C. Richardson and
Associates at that time,

286. Based on Shumate’s Preliminary Opmnien of Title for the Skeet Club
property, Parker Title issued a title commitment on behalf of First American.

287.  The title commitment inaccurately stated C. Richardson and Associates
was the owner of the property at the commitment date of June 27, 2000.

288.  Based upon this title commitment and in anticipation of a final title



insurance policy, Associates considered its condition for 1 title insurance policy satisfied.

289.  Shumate prepared a HUD-1 Scttiement Statement and disbursed the funds
for the C.Richardson-Ward closing,

290.  The HUD-1 Settlement Statement for the C.Richardson-Ward closing lists
various disbursements purportedly made from the funds loaned by Associates and the
other funds listed as received for the closing, including disbursements for attorney’s fees

and expenses totaling $675.00 to Shumate and a disbursement of $48,977.68 to
C.Richardson.

291, Shumate did not disburse $48,977.68 to C.Richardson. Shumate disbursed
$21,933.25 to C.Richardson. Shumate disbursed the remaining $27,044.43 to his trust
account,

292, This $27,044.43 disbursement to Shumate’s trust account from the funds
loaned by Associates to Ward was used to fund disbursements in the Parks-C.Richardson

closing, including an additional $750.00 disbursement for attorney’s fees and expenses to
Shumate,

293, The HUD-1 Settlement Statement for the C.Richardson-Ward closing
failed to show that $27.044.43 was disbursed to Shumate’s trust account to fund
disbursements in the Parks-C.Richardson closing.

294, The HUD-1 Settlement Statement for the C.Richardson-Ward closing
retlects $92,945.73 was disbursed to GMAC Mortgage Corp for payoff of a first
mortgage.

295.  This $92,945.73 disbursement to GMAC Mortgage Corp from the funds
loaned by Associates to Ward was to pay off a debt owed by the Parks, secured by a deed
of trust on the Skeet Club property.

296. The Real Estate Setflement Procedures Act (hereinafter “RESPA™), 12
U.8.C. § 2601, et seq., requires that the HUD-1 Settlement Statement itemize the actual
charges that either the borrower or seller will pay at settlement.

297.  Shumate never provided Associates with any HUD-1 Settlement
Statement for the C.Richardson-Ward closing that showed $27,044.43 was disbursed to
Shumate’s trust account.

298.  Shumate never provided Associates with any HUD-1 Settlement
Statement for the C.Richardson-Ward closing that showed that Associate’s funds were

being used to fund C.Richardson’s purchase of the Skeet Club property and
disbursements in that closing.

299.  Shumate’s preparation of the Preliminary Opinion of Title and HUD-1

Settlement Statement as described in this claim for relief served to hide from US Money
Source both the existence of the first closing and that US Money Source’s loan proceeds
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were being used to fund disbursements in the first closing,

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant
violated the Revised Rules of Professional Conduct in effect at the time of his conduct as

follows:

(a)

(b)

(d)

&)

300.

herein.

301.

By falsely certifying in his Preliminary Opinion of Title for the Skeet Club
property that C. Richardson and Associates owned the Skeet Club
property on June 27, 2000, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);

By submitting a false Preliminary Opinion of Title to Parker Title to
obtain a title commitment which satisfied a condition for Associates to
loan funds to Ward, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c);

By preparing and signing HUD-1 Settlement Statements that falsely
represented receipt of funds and/or falsely represented the disbursement of
tunds for those transactions, Shumate engaged in conduct mvolving
dishonesty, fraud, deceit or misrepresentation in violation of Rule S.4(c);

By providing an inaccurate HUD-1 Settlement Statement to Associates for
the C.Richardson-Ward closing that failed to show that funds loaned to
Ward were being used to fund disbursements from the Parks-C.Richardson
closing, Shumate engaged in conduct involving dishonesty, fraud, deceit
or misrepresentation in violation of Rule 8.4(c);

By disbursing funds loaned by Associates in a manner differing from the
disbursements listed on the HUD-1 Settlement Statement Shumate
provided to Associates, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c); and

By preparing the Preliminary Opinion of Title and HUD-1 Settlement
Statement in a manner that served to hide the Parks-C.Richardson closing
from Associates, Shumate engaged in conduct involving dishonesty, fraud,
deceit or misrepresentation in violation of Rule 8.4(c).

ELEVENTH CLAIM FOR RELIEF

Paragraphs 1 -~ 299 are re-alleged and incorporated as if fully set out

On or about September 13, 2000 Thomas Lee Mangum and his wife

Tammy L. Mangum (hereinafter “the Mangums™) sold property located at 3612 Martin
Avenue, Greensboro, NC (hereinafter “the Martin Avenue property™) to the Richardsons
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for approximately $54,000.00.

302, On that same date of September 13, 2000, the Richardsons sold the Martin
Avenue property to Murry Leach (hereinafter “Leach™) for $75,000.00.

303. Shumate was the closing attorney for and conducted the closing of the
transaction in which the Martin Avenue property was transferred from the Mangums to
the Richardsons (hereinafter “the Mangums-C.Richardson closing™).

304.  Shumate was also the closing attorney for and conducted the closing of the
transaction in which the Martin Avenue property was transferred from the Richardsons to
Leach (hereinafter “the C.Richardson-Leach closing™).

305. Shumate prepared a HUD-I Settlement Statement for the Mangums-
C.Richardson closing.

306. The HUD-1 Settlement Statement for the Mangums-C Richardson closing
states $4,077.65 was received from C.Richardson for the closing, in addition to the
$100.00 deposit or earnest money previously paid, and various disbursements made from
such funds.

307. Instead, the funds used to make the disbursements listed on the HUD-1
Settiement Statement for the Mangums-C.Richardson closing were funds loaned to Leach
in the C.Richardson-Leach closing.

308.  Associales made a loan of $76,500.00 to Leach for Leach’s purchase of
the Martin Avenue property from C.Richardson.

309. Associates required a title insurance company to issue a title insurance
policy to it on the title to the Martin Avenue property as a condition precedent to loaning
Leach the funds for the C.Richardson-Leach closing.

310. Shumate prepared a Preliminary Opinion of Title regarding the title to the
Martin Avenue property and submitted it to Parker Title.

311.  Shumate prepared the Preliminary Opinion of Title regarding the title to
the Martin Avenue property and submitted it to Parker Title in order to obtain the title
insurance policy Associates required as a condition of making its loan to Leach.

312. In his Preliminary Opinion of Title regarding the title to the Martin
Avenue property, Shumate certified that August 18, 2000 the owner of the Martin
Avenue property was C.Richardson.

313.  C.Richardson did not own the Martin Avenue property on August 18,
2000.

314, On August 18, 2000, the Martin Avenue property was owned by the
Leach.



315.  Shumate prepared the deed transferring ownership from the Mangums to
C.Richardson.

316.  The deed transferring ownership from the Mangums to C.Richardson was
signed by the Mangums on September 13, 2000 and notarized by Brittany V. Bottomley.

317. Shumate’s office provided the deed transferring ownership of the Martin
Avenue property from the Mangums to C.Richardson to the Guilford County, North
Carolina Register of Deeds office for filing on or about September 14, 2000.

318. The deed transferring ownership of the Martin Avenue property from the
Mangums to C.Richardson was filed on September 14, 2000.

319.  Shumate knew when he certified that the property was owned by
C.Richardson in his Preliminary Opinion of Title for the Martin Avenue property that the
property was not owned by C.Richardson at that time.

320. Based on Shumate’s Preliminary Opinion of Title for the Martin Avenue
property, Parker Title issued a title commitment on behalf of First American.

321.  The title commitment inaccurately stated C.Richardson was the owner of
the property at the cornmitment date of August 18, 2000.

322, Based upon this title commitment and in anticipation of a final title
insurance policy, Associates considered its condition for a title insurance policy satistied.

323. Shumate prepared a HUD-1 Settlement Statement and disbursed the funds
for the C.Richardson-Leach closing.

324, The HUD-I Settlement Statement for the C.Richardson-Leach closing lists
various disbursements purportedly made from the funds loaned by Associates and the
other funds listed as received for the closing, including disbursements for attorney’s fees

and expenses totaling $754.75 to Shumate and a disbursement of $20,619.90 to
C.Richardson.

325. Shumate did not disburse $20,619.90 to C.Richardson. Shumate disbursed
$13,309.81 to C.Richardson. Shumate disbursed the remaining $7,310.09 in two checks

with himself as payee, one in the amount of $3,232.44 and one in the amount of
$4,077.65.

326. The $4,077.65 disbursement to Shumate from the funds loaned by
Associates to Leach was used to fund disbursements in the Mangums-C. Richardson

closing, including an additional $625.00 disbursement for attorney’s fees and expenses to
Shumate.

327. The $3,232.44 disbursement to Shumate from the funds loaned by
Associates to Leach was used to partially reimburse Shumate’s trust account for a deficit
created when a deposit on behalf of Hairston from C.Richardson in the C.Richardson-



Hairston IV closing (described in the Seventh Claim for Relief herein} was credited to
Shumate’s trust account on about August 11, 2000 and then debited from the account as a
return item on about August 23, 2000.

328. The HUD-1 Settlement Statement for the C.Richardson-Leach closing
failed to show that $7,310.09 was disbursed to Shumate or that the funds were used to
tfund disbursements in the Mangums-C.Richardson closing and to partially reimburse
Shumate’s trust account for a deficit created in the C.Richardson-Hairston 1V closing.

329, The HUD-1 Settlement Statement for the C.Richardson-Leach closing
reflects $36,604.74 was disbursed to Bank of America for payoft of a first mortgage.

330.  This $36,604.74 disbursement to Bank of America from the fands loaned
by Associates to Leach was to pay off a debt owed by the Mangums, secured by a deed of
trust on the Martin Avenue property.

331.  The HUD-1 Settlement Statement for the C.Richardson-Leach closing
reflects $13,871.75 was disbursed to First Union National Bank for payoft of a second
mortgage.

332, This $13,871.75 disbursement to First Union National Bank from the
funds loaned by Associates to Leach was to pay off a debt owed by the Mangums,
secured by a deed of trust on the Martin Avenue property.

333.  The Real Estate Settlement Procedures Act (hereinafier “RESPA™), 12
U.S.C. § 2601, et seq., requires that the HUD-1 Settlement Statement itemize the actual
charges that either the borrower or seller will pay at settlement.

334. Shumate never provided Associates with any HUD-1 Settlement
Statement for the C.Richardson-Leach closing that showed that $7,310.09 was disbursed
to Shumate or deposited into Shumate’s trust account.

335. Shumate never provided Associates with any HUD-1 Settlement
Statement for the C.Richardson-Leach closing that showed that Associate’s funds were

being used to fund C.Richardson’s purchase of the Martin Avenue and disbursements in
that closing.

336. Shumate never provided Associates with any HUD-1 Settlement
Statement for the C.Richardson-Leach closing that showed that Associate’s funds were
being used to partially reimburse Shumate’s trust account for a deficit created in the
C.Richardson-Hairston IV closing.

337.  Shumate’s preparation of the Preliminary Opinion of Title and HUD-1
Settlement Statement as described in this claim for relief served to hide from US Money
Source both the existence of the first closing and that US Money Source’s loan proceeds
were being used to fund disbursements in the first closing.



THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant
violated the Revised Rules of Professional Conduct in effect at the time of his conduct as

follows:

(a)

(b}

(©

(d)

(e

®

338.

herein.

339.

By falsely certifying in his Preliminary Opinion of Title for the Martin
Avenue property that C.Richardson owned the Martin Avenue property on
August 18, 2000, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c);

By submitting a false Preliminary Opinion of Title to Parker Title to
obtain a title commitment which satisfied a condition for Associates to
loan funds to Leach, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c);

By preparing and signing HUD-1 Settlement Statements that falsely
represented receipt of funds and/or falsely represented the disbursement of
funds for those transactions, Shumate cngaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c);

By providing an inaccurate HUD-1 Settlement Statement to Associates for
the C.Richardson-Leach closing that failed to show that funds loaned to
Leach were being used to fund disbursements from the Mangums-
C.Richardson closing and to reimburse his trust account from a shortfall
created in the C.Richardson-Hairston 1V closing, Shumate engaged in
conduct involving dishonesty, fraud, deceit or misrepresentation in
violation of Rule 8.4(c);

By disbursing funds loaned by Associates in a manner differing from the
disbursements listed on the HUD-1 Settlement Statement Shumate
provided to Associates, Shumate engaged in conduct involving dishonesty,
fraud, deceit or misrepresentation in violation of Rule 8.4(c); and

By preparing the Preliminary Opinion of Title and HUD-1 Settlement
Statement in a manner that served to hide the Mangums-C.Richardson
closing from Associates, Shumate engaged in conduct involving
dishonesty, fraud, deceit or misrepresentation in violation of Rule 8.4(c).

TWELFTH CLAIM FOR RELIEF

Paragraphs 1 — 337 are re-alleged and incorporated as if fully set out

Shumate supervised and/or oversaw Herbin's signing and/or execution of

closing documents on behalf of the lender at the C.Richardson-Herbin closing discussed
herein in the Second Claim for Relief] including but not limited to the HUD-1 Settlement
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Statement, the promissory note, the deed of trust, and a borrower’s closing affidavit.

340. The deed of trust signed by Herbin for Concorde in the C.Richardson-
Herbin closing contained a provision that the borrower (Herbin) shall occupy, establish,
and use the property as borrower’s principal residence within sixty days after execution

of the deed of trust and shall continue to occupy the property as principal residence for at
least one year.

341. Shumate knew the deed of trust contained this provision regarding
principal residency at the time of the C.Richardson-Herbin closing.

342,  The borrower’s closing affidavit signed by Herbin for Concorde in the
C.Richardson-Herbin closing contained a certification that the Governor Moore property
was or would be her primary residence.

343. Shumate knew the borrower’s closing affidavit contained this provision
regarding primary residency at the time of the C.Richardson-Herbin closing.

344, Shumate supervised and/or oversaw Herbin’s signing and/or execution of
closing documents on behalf of the lender at the C.Richardson-Herbin 11 closing
described herein in the Third Claim for Relief, including but not limited to the HUD-1
Settlement Statement, the promissory note, the deed of trust, a borrower’s certification
form, an occupancy affidavit and financial status form, and a “false
statement/employment/occupancy form borrowers certification™ form.

345. The deed of trust signed by Herbin for US Money Source in the
C.Richardson-Herbin II closing contained a provision that the borrower (Herbin) shall
occupy, establish, and use the property as borrower’s principal residence within sixty
days afier execution of the deed of trust and shall continue to occupy the property as
principal residence for at least one year.

346. Shumate knew the deed of trust contained this provision regarding
principal residency at the time of the C.Richardson-Herbin II closing.

347. The borrower’s certification form signed by Herbin for US Money Source
in the C.Richardson-Herbin 11 closing contained a certification that the borrower intended
to occupy the property stated as the property address on the form.

348. Shumate knew the borrower’s certification form contained this provision
regarding residency at the time of the C.Richardson-Herbin II closing.

349.  The occupancy affidavit and financial status form signed by Herbin for US
Moeney Source in the C.Richardson-Herbin 1I closing contained a certification that the
borrower would occupy the property upon close of escrow or by a date specified therein.

350.  Shumate knew the occupancy aftidavit and financial status form contained
this provision regarding residency at the time of the C.Richardson-Herbin II closing.
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351. The ‘“false statement/employment/occupancy  form  borrowers
certification” form signed by Herbin for US Money Source in the C.Richardson-Herbin 11
closing contained a certification that the borrower either then occupied the property
securing the loan as her home or intended to occupy the property as her home within a
reasonable time after closing.

352. Shumate knew the “false statement/employment/occupancy form
borrowers certification” form contained this provision regarding occupying the property
as the borrower’s home at the time of the C.Richardson-Herbin 11 closing.

353.  Shumate supervised and/or oversaw Hairston’s signing and/or execution
of closing documents on behalf of the lender at the C.Richardsen-Hairston closing
described herein in the Fourth Claim for Relief, including but not limited to the HUD-1

Settiement Statement, the promissory note, the deed of trust, and a borrower’s closing
affidavit.

354.  The deed of trust signed by Hairston for Concorde in the C.Richardson-
Hairston closing contained a provision that the borrower (Hairston) shall occupy,
establish, and use the property as borrower’s principal residence within sixty days after
execution of the deed of trust and shall continue to occupy the property as principal
residence for at least one year.

355, Shumate knew the deed of trust contained this provision regarding
principal residency at the time of the C.Richardson-Hairston closing.

356.  The borrower’s closing affidavit signed by Hairston for Concorde in the
C.Richardsen-Hairston closing contained a certification that the Jessup Grove property
was or would be his primary residence.

357.  Shumate knew the borrower’s closing affidavit contained this provision
regarding primary residency at the time of the C.Richardson-Hairston closing.

358. Shumate supervised and/or oversaw Hairston’s signing and/or execution
of closing documents on behalf of the lender at the C.Richardson-Hairston 11 closing
described herein in the Fifth Claim for Relief, including but not limited to the HUD-1
Settlement Statement, the promissory note, the deed of trust, and an owner occupancy
agreement.

359. The deed of trust signed by Hairston for Wilmington NF in the
C.Richardson-Hairston 11 closing contained a provision that the borrower (Hairston) shall
occupy, establish, and use the property as borrower’s principal residence within sixty
days after execution of the deed of trust and shall continue to occupy the property as
principal residence for at least one year.

360. Shumate knew the deed of trust contained this provision regarding
principal residency at the time of the C.Richardson-Hairston II closing,.

361. The owner occupancy agreement signed by Hairston for Wilmington NF
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in the C.Richardson-Hairston 1l closing contained an agreement by Hairston that the
Cross Tree Road property was or would be used as his principal residence, and
acknowledged that the lender would not hAvenue agreed to make the loan 1if the property
were not to be owner-occupied.

362. Shumate knew the owner occupancy agreement contained this provision
regarding principal residency at the time of the C.Richardson-Hairston II closing.

363. Shumate supervised and/or oversaw Hairston’s signing and/or execution
of closing documents on behalf of the lender at the C.Richardson-Hairston I closing
described herein in the Sixth Claim for Relief, including but not limited to the HUD-1
Settlement Statement, the promissory note, and two deeds of trust.

364. Both deeds of trust signed by Hairston for First Indiana in the
C.Richardson-Hairston 1I1 closing contained a provision that the borrower (Hairston)
shall occupy, establish, and use the property as borrower’s principal residence within
sixty days after execution of the deed of trust and shall continue to occupy the property as
principal residence for at least one year.

365. Shumate knew the deeds of trust contained this provision regarding
principal residency at the time of the C.Richardson-Hairston 11 closing.

366. Shumate supervised and/or oversaw Hairston’s signing and/or execution
of closing documents on behalf of the lender at the C.Richardson-Hairston IV closing
described herein in the Seventh Claim for Relief, including but not limited to the HUD-1
Settlement Statement, the promissory note, the deed of trust, and a borrower certifications
form.

367. The deed of trust signed by Hairston for MFG in the C.Richardson-
Hairston 1V closing contained a provision that the borrower (Hairston) shall occupy,
establish, and use the property as borrower’s principal residence within sixty days after
execution of the deed of trust and shall continue to occupy the property as principal
residence for at least one year.

368. Shumate knew the deed of trust contained this provision regarding
principal residency at the time of the C.Richardson-Hairston IV closing.

369. The borrower certifications form signed by Hairston for MFG in the
C.Richardson-Hairston [V closing contained a certification that the Sandon Place
property was or would be his primary residence.

370. Shumate knew the borrower certifications form contained this provision
regarding primary residency at the time of the C.Richardson-Hairston IV closing.

371. Shumate supervised and/or oversaw Siddle’s signing and/or execution of
closing documents on behalf of the lender at the C.Richardson-Siddle closing described
herein in the Eighth Claim for Relief, including but not limited to the HUD-1 Settlement
Statements, the promissory notes, the deeds of trust, and the occupancy affidavit.
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372.  The deeds of trust signed by Siddle for First Indiana in the C.Richardson-
Siddle closing contained a provision that the borrower (Siddle) shall occupy, establish,
and use the property as borrower’s principal residence within sixty days after execution
of the deed of trust and shall continue to occupy the property as principal residence for at
least one year.

373. Shumate knew the deeds of trust contained this provision regarding
principal residency at the time of the C.Richardson-Siddle closing.

374. The occupancy affidavit signed by Siddle for First Indiana in the
C.Richardson-Siddle closing acknowledged that it was a condition of First Indiana’s loan
that she occupy the 116 Laura Avenue property as her home and certified that she was
acting in good faith and would immediately occupy thel 16 Laura Avenue property as her
primary residence and home.

375. Shumate knew the occupancy affidavit contained these provisions
regarding occupancy at the time of the C.Richardson-Siddle closing.

376. Shumate supervised and/or oversaw Siddle’s signing and/or execution of
closing documents on behalf of the lender at the C.Richardson-Siddle I closing described
herein in the Ninth Claim for Reliet, including but not limited to the HUD-1 Settlement
Statement, the promissory note, the deed of trust, and a borrower’s closing affidavit.

377. The deed of trust signed by Siddle for Concorde in the C.Richardson-
Siddle 11 closing contained a provision that the borrower (Siddle) shall occupy, establish,
and use the property as borrower’s principal residence within sixty days after execution
of the deed of trust and shall continue to occupy the property as principal residence for at
least one year.

378.  Shumate knew the deed of trust contained this provision regarding
principal residency at the time of the C.Richardson-Siddle 11 closing.

379. The borrower’s closing affidavit signed by Siddle for Concorde in the
C.Richardson-Siddle 1l closing contained a certification that the 128 Laura Avenue
property was or would be her primary residence.

380. Shumate knew the borrower’s closing affidavit contained this provision
regarding primary residency at the time of the C.Richardson-Siddle 11 closing.

381. Shumate knew that the statements and certifications regarding primary

residency and intent to occupy the properties being made by the borrowers described in
this claim for relief were false.

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant
violated the Revised Rules of Professional Conduct in effect at the time of his conduct as



follows:

(a) By closing multiple primary residency loans for the same borrowers and
thereby assisting the borrowers with making false statements to the lenders
regarding the borrowers’ occupancy or intent to occupy the properties,
Shumate engaged in conduct invelving dishonesty, fraud, deceit or

misrepresentation in violation of Rule 8.4(c).

WHEREFORE, Plaintiff prays that:

(1) Disciplinary action be taken against Defendant in accordance with N.C.
Gen. Stat. § 84-28(a) and §§ .0114 and .0115 of the Discipline and Disability
Rules of the North Carolina State Bar (27 N.C.A.C. 1B §§ .0114 and .0115), as

the evidence on hearing may warrant;

(2) The Defendant be taxed with the costs permitted by law in connection

with this proceeding; and

(3) For such other and further relief as is appropriate.
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